BLOOMl.XGDALE'S,  New  York,  New  York 
Established  1872 

4 

silo 


ABRAHAM  &  STRAUS,  Brooklyn,  New  York 
Established  1865 


FILENE'S,  Boston,  Massachusetts 

eumm*  i85i  ;*  /  *:  • :  _  uou*  >  4^. 


-vmw 


BOSTON  STORE,  Milwaukee,  Wisconsin 
Established  1900 
Acquired  1948 


Board  of  Directors 


LINCOLN  FILENE,  Chairman  of  the  Board 
President ,  Wm.  File ne  s  Sons  Company 


SAMUEL  J.  BLOOMINGDALE 
Hon.  Chairman  of  the  Board 
Bloomingdale  Bros.,  Inc. 

ROBERT  E.  BLUM 
Vice  President  and  Secretary 
A  braham  &  Straus,  Inc. 

J.  EDWARD  DAVIDSON 
Chairman  of  the  Board 
Bloomingdale  Bros.,  Inc. 

WALTER  M.  HEYMANN 

Vice  President,  First  National  Bank  of  Chicago 

HAROLD  D.  HODGKINSON 
Vice  President  and  General  Manager 
Wm.  Filene’s  Sons  Company 

JACOB  J.  KAPLAN 

Attorney,  Nutter,  McClennen  &  Fish 


FRED  LAZARUS,  JR. 

President,  Federated  Department  Stores,  Inc. 

JEFFREY  LAZARUS 

President,  The  John  Shillito  Company 

ROBERT  LAZARUS 

President,  The  F.  and  R.  Lazarus  &  Company 

PAUL  MAZUR 

Partner,  Lehman  Brothers 

WALTER  ROTHSCHILD 

First  Vice  President 

Federated  Department  Stores,  Inc. 

and  President,  A  braham  &  Straus,  Inc. 

JAMES  S.  SCHOFF 

President  and  Managing  Director 
Bloomingdale  Bros.,  Inc. 


Officers 


FRED  LAZARUS,  JR. 
WALTER  ROTHSCHILD 
JULIAN  M.  SAMMET 
MYRON  S.  SILBERT 
OWEN  C.  FROST 
JACOB  J.  KAPLAN 
JOHN  F.  LEBOR 


President 
First  Vice  President 
Vice  President 
Vice  President 
Vice  President 
Secretary 
Treasurer 


transfer  agents 

Preferred  Stock — J.  P.  Morgan  &  Co.,  Incorporated 
Common  Stock — Central  Hanover  Bank  &  Trust  Co. 


REGISTRARS 

Preferred  Stock — Central  Hanover  Bank  &  Trust  Co. 
Common  Stock — Commercial  National  Bank  &  Trust  Co. 


Proxies  will  be  requested  from  stockholders  for  the  annual  meeting  to  be  held  on  June  7,  1949. 
It  is  expected  that  a  Proxy  Statement  will  be  mailed  to  stockholders  on  or  about  May  5,  1949. 


FEDERATED 
DEPARTMENT 
STORES,  INC. 

FEDERATED  BUILDING,  CINCINNATI  2,  OHIO 
ANNUAL  REPORT  FOR  PERIOD  ENDED  JANUARY  29,  1949 

CONTENTS 

Operating  and  Financial  Highlights  2 

President’s  Letter 

Summary  of  the  Year’s  Events  3 

Sales  4 

Earnings  6 

Dividends  6 

LIFO  7 

Significant  Changes  in  Financial  Structure  7 

Inventories  8 

Financial  Statements 

Consolidated  Statement  of  Income  9 

Consolidated  Balance  Sheet  10 

Common  Stockholders’  Investment  and  Changes  Therein  12 

Notes  to  Financial  Statements  13 

Property  and  Equipment  14 

Accountant’s  Certificate  14 

Significant  Developments 

Milwaukee  Boston  Store  15 

New  Lazarus  Bulk  Service  Building  .  17 

Bloomingdale  Branches .  18 

Remodeling  of  Bloomingdale  Main  Store  19 

10-Year  Comparisons  20 


Sales 

Earnings  ^ 
Taxes 
Dividends 


From 

the 

< 

Balance 

Sheet 


Statistics  ^ 


1948* 


1947* 


DOLLARS 

PER  SHAREt 

DOLLARS 

PER  SHAREf 

Net  Retail  Sales 

$346,526,318 

$141.89 

$304,720,671 

$129.41 

Profit  Before  Taxes 

25,386,067 

10.40 

18.353.241 

7.79 

Federal  Income  Taxes 

10.130.000 

4.15 

7.625.000 

3.24 

Net  Profit  After  Taxes 

15,256,067 

6.25 

10.728.241 

4.55 

Minority  Interests 

475,886 

.19 

334.039 

.14 

Preferred  Dividends 

528.620 

.22 

543.861 

.23 

Net  Profit  For  Common 

14.251,561 

5.84 

9.850.341 

4.18 

Common  Dividends 

4,893.555 

2.00 

3.828.069 

1 .6214 

Due  From  Customers 

$38,526,487 

$14.42 

$32,679,191 

$13.88 

Inventories 

32,321,711 

12.09 

27,976.765 

11.88 

Working  Capital 

77,005,747 

28.81 

52.671.296 

22.38 

Long-Term  Debt 

29,959,831 

11.21 

12.920.462 

5.49 

Stockholders'  Investment 

88,121,693 

70.940.015 

Number  of  Times  Preferred 

Dividends  Earned 

27.96 

19.11 

Number  of  Preferred  Shares 
Outstanding 

122,685 

126,025 

Number  of  Common  Shares 
Outstanding: 

Average  During  the  Year 

2,442,286 

2.354,717 

At  the  End  of  the  Year 

2,672,470 

2,354,013 

Current  Ratio 

3.5 

2.9 

Book  Value  per  share  of  Common 

$28.38 

$24.78 

*Year  ended  following  Jan.  31st  or  nearest  Saturday  thereto. 
fPer  share  figures  for  Sales,  Earnings  and  Taxes  based  on 


average  number  of  shares  outstanding  during  the  year;  for 
Balance  Sheet  data  on  number  outstanding  at  end  of  year. 


PRESIDENT’S 

LETTER 


Dear  Felloiv -Stockholder: 

Earnings  for  the  fiscal  year  1948  amounted  to  $14,780,181  after  taxes  and  minority 
interests.  This  represented  4.3%  of  sales  which  totaled  $346,526,318.  Earnings 
before  taxes  and  minority  interests  amounted  to  7.3%  of  sales  in  1948  compared 
with  6.0%  a  year  earlier.  Both  sales  and  dollar  earnings  were  the  highest  ever 
achieved  by  Federated. 

Earnings  of  $5.84  per  common  share  (based  on  the  average  number  of  shares  out¬ 
standing  during  the  year)  compared  favorably  with  the  $4.18  earned  in  1947,  and 
provided  ample  coverage  for  the  $2.00  dividend  for  common.  The  earnings  left 
after  dividends  approximately  provided  the  additional  funds  needed  for  improve¬ 
ment  and  alteration  programs  and  for  increased  accounts  receivable.  The  amount 
of  money  spent  for  capital  improvements  during  1948  was  less  than  in  1947.  No 
major  capital  expenditure  projects  are  contemplated  during  the  current  year.  Some 
remodeling  programs,  such  as  those  in  progress  at  Lazarus  and  Bloomingdale's, 
will  be  continued. 

The  long-expected  buyer's  market  has  returned  and  competition  for  the  consumer's 
dollar  has  increased  materially.  There  is  now  an  adequate  supply  of  almost  all  of 
the  merchandise  carried  by  our  stores.  This  condition  has  permitted  a  substantial 
reduction  of  forward  orders  which  at  year-end  were  equal  to  24  days  of  estimated 
sales  compared  with  44  days  a  year  earlier.  The  ability  to  replenish  stocks  more 
quickly  results  in  greater  flexibility  which  is  a  decided  advantage  in  periods  of  price 
adjustment. 

Our  year-end  inventory  was  sufficient  for  59  days  of  estimated  sales  compared  with 
56  days  at  the  end  of  the  preceding  year.  Of  the  merchandise  on  hand  at  the  close 
of  1948,  83.5%  was  less  than  6  months  old  compared  with  87.8%  a  year  earlier. 
The  reduction  in  inventory  valuation  resulting  from  the  use  of  the  LIFO  method, 
which  amounted  to  $8,524,742  at  the  close  of  1948,  represented  a  small  decrease 
during  the  year. 
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Our  management  is  faced  with  the  challenge  of  maintaining  a  satisfactory  level  of 
profits.  The  average  sale  is  declining,  but  an  upward  trend  in  transactions  is  cur¬ 
rently  evident.  This  demonstrates  the  stimulating  effect  of  better  values  on  consumer 
spending.  The  decrease  in  the  average  sale  coupled  with  more  transactions  can 
result  in  higher  expenses  for  handling  and  selling.  However,  continued  efforts  to 
streamline  operations  in  order  to  improve  efficiency  and  reduce  expenses  will  help 
to  check  the  effect  of  these  factors  on  earnings. 

In  the  latter  part  of  the  year,  we  acquired  the  assets  of  the  Milwaukee  Boston  Store. 
This  50-year  old  institution  is  one  of  the  largest  retail  stores  in  Wisconsin.  The 
accompanying  financial  statements  reflect  this  purchase,  the  effective  date  of  which 
was  November  1,  1948,  and  sales  and  earnings  from  that  date  are  included  in  these 
statements.  Further  details  regarding  this  acquisition  are  to  be  found  on  page  15. 

The  first  full  year  of  operations  at  the  new  Foley  store  in  Houston  resulted  in  sales 
that  were  substantially  ahead  of  expectations.  While  the  Foley  operation  was  profit¬ 
able,  the  earnings  in  relations  to  sales  during  this  initial  year  of  operation  were 
below  the  average  of  our  other  stores.  Now  that  the  organization  is  more  seasoned, 
a  steady  improvement  is  anticipated. 

A  complete  review  of  the  year’s  operations  is  contained  in  the  pages  which  follow 
immediately.  The  section  of  this  report  which  follows  the  financial  statements  reviews 
the  capital  programs  completed  at  Bloomingdale’s  and  the  rather  revolutionary 
Lazarus  Bulk  Service  Building  opened  early  this  year. 


Sales 

Net  sales  of  $346,526,318  represented  a  gain  of  13.7%  over  the  previous  year. 
Part  of  this  increase  came  from  stores  in  operation  this  year  that  were  not  in  full 
operation  during  all  of  the  preceding  year,  but  increases  also  occurred  in  all  other 
major  units.  The  percent  increase  of  dollar  sales  was  slightly  more  than  the  per¬ 
cent  gain  in  the  number  of  transactions,  although  this  trend  was  reversed  in  the 
last  quarter. 

The  press  has  recently  noted  declines  in  department  store  sales.  While  some  of  this 
decline  is  occasioned  by  differences  in  the  dates  of  Easter,  there  are  definite  indica¬ 
tions  of  a  downward  trend  in  the  general  economy.  At  this  time  it  may  be  worthwhile 
to  call  attention  to  a  few  influences  that  have  contributed  to  our  long-sustained 
sales  increases. 

The  primary  reason  for  sales  increases  has,  of  course,  been  the  rise  in  the  general 
commodity  price  level  that  has  occurred  throughout  the  country.  In  our  case,  a 
second  cause  for  sales  growth  has  been  the  acquisition  of  new  units.  Another  influ¬ 
ence  has  been  our  steadily  increasing  share  of  the  total  department  store  business 
in  the  cities  in  which  we  have  owned  stores  over  an  extended  period,  as  revealed  by 
the  accompanying  twenty-year  sales  chart. 
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Much  of  our  sales  growth  has  resulted  from  increased  plant  capacity  in  the  five 
original  Federated  stores  and  their  branches.  The  total  floor  area  devoted  to  sales 
and  service  in  1929  (exclusive  of  auxiliary  service  buildings  and  garages)  amounted 
to  about  3,350,000*  square  feet.  The  total  floor  area  of  the  same  five  stores  and 
their  branches  today  is  approximately  4,630,000*  square  feet.  47%  of  this  growth 
has  occurred  in  the  past  four  years. 

In  addition  to  the  above  increases  in  the  original  stores,  approximately  1,325,000 
square  feet  have  been  added  through  the  acquisition  of  new  major  units.  The  total 
sales  and  service  area  currently  available  is  approximately  5,955,000  square  feet, 
a  gain  of  78%  in  the  past  twenty  years. 

There  has  also  been  a  significant  change  in  the  geographical  distribution  of  the  sales 
of  Federated  since  1929: 


1929 

1948 

N.  Y.  &  New  England 

83.5% 

55.6% 

Midwestern  U.  S. 

16.5% 

35.2%  f 

Southwestern  U.  S. 

_ 

9.2% 

’"Excludes  the  R.  H.  White  store  in  Boston,  disposed  of  in  1944. 
•(•Includes  sales  of  Milwaukee  Boston  Store  for  full  year. 


SALES  GROWTH 


INDEX 


(1929-  100) 


1935 


1940 


1930 


*  Estimated  Composite  Index  of  Department  Store  Sales  in  Boston,  New  York,  Cin¬ 
cinnati  and  Columbus  based  on  Census  Bureau  and  Federal  Reserve  Board  data. 


1945 


1948 


Earnings 

Net  earnings  after  taxes  and  minority  interests  were  equal  to  4.3%  of  sales  compared 
with  3.4%  for  the  preceding  year.  This  improvement  in  net  profit  percentage 
occurred  principally  in  gross  margin,  although  operating  expenses  consumed  a 
slightly  smaller  proportion  of  the  sales  dollar  in  1948  than  in  1947. 

The  principal  explanation  of  the  improvement  in  gross  margin  percentage  lies  in 
the  fact  that  the  LIFO  adjustment  exerted  only  a  small  influence,  the  effect  being 
to  increase  our  1948  earnings  slightly.  The  previous  year  it  substantially  reduced 
our  earnings. 

Gross  margin,  constituting  that  portion  of  the  sales  dollar  which  is  available  after 
deducting  the  cost  of  merchandise  sold,  was  34.1  %  during  the  year.  After  deducting 
from  this  all  additional  costs  of  bringing  the  merchandise  to  the  point  of  sale  at  the 
counter,  all  expenses  for  selling  and  servicing  customers’  requirements,  and  income 
taxes,  4.4%  remained  for  profit. 


Dividends 

When  the  $2  annual  dividend  rate  was  inaugurated  last  year,  the  Directors  estab¬ 
lished  this  rate  with  the  expectation  that  its  continuance  was  not  a  matter  of  uncer¬ 
tainty.  This  expectation  is  still  justified. 

As  indicated  elsewhere  in  this  report,  it  was  desirable  to  reinvest  the  bulk  of  the 
year's  earnipgs  not  distributed  as  dividends  in  additional  property  and  equipment. 
Our  strong  cash  position  is  being  held  primarily  for  future  acquisitions.  If  such 
opportunities  do  not  develop,  it  can  be  used  for  debt  retirement  or  other  purposes. 
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The  importance  of  the  last-in-first-out  method  of  inventory  valuation,  which  has 
been  used  consistently  since  1941  by  Abraham  &  Straus,  Bloomingdale’s,  Filene's, 
Lazarus  and  Shillito’s,  was  discussed  at  length  in  last  year's  report.  While  the  effect 
on  the  current  year's  earnings  was  minor,  the  cumulative  effect  of  valuing  the 
inventory  of  these  stores  on  January  29,  1949  at  $8,524,742  below  cost  or  market 
value  is  a  very  important  factor  bearing  on  the  book  value  of  the  stockholders' 
investment  and  future  earnings  and  dividend  prospects.  Now  that  there  are  indica¬ 
tions  of  receding  prices,  it  may  be  worthwhile  to  call  attention  to  the  effect  of  the 
LIFO  adjustment  under  such  circumstances.  When  prices  decline,  part  of  the  LIFO 
adjustment  is  used  to  reduce  the  cost  of  goods  sold  and  increase  profit. 


Significant  Changes  in  Financial  Structure 

The  acquisition  of  the  Milwaukee  Boston  Store  for  292,600  shares  of  common  stock 
added  assets  of  approximately  $15  million  subject  to  liabilities  of  approximately 
$7  million  assumed  in  connection  with  its  purchase.  The  remaining  $8  million  con¬ 
stituted  an  addition  to  the  Federated  common  stockholders’  investment.  Aside  from 
the  other  advantages  of  this  acquisition,  it  has,  of  course,  improved  our  financial 
structure  by  the  addition  of  this  sizable  amount  to  capital  and  surplus. 

Apart  from  the  foregoing  acquisition,  the  common  stockholders’  position  was  im¬ 
proved  by  the  reinvestment  of  approximately  63%  of  the  year's  earnings  in  the 
business,  the  major  portion  of  which  was  devoted  to  enlargement  and  improvement 
of  property  and  equipment. 

As  previously  reported,  we  borrowed  $  1 5  million  during  the  year  from  an  insurance 
company  on  a  long-term  note  to  provide  funds  for  expansion  when  desirable  oppor- 


PENNIES  PER  1948  SALES  DOLLAR  APPLIED  TO: 

PAYROLL,  TAXES,  OTHER  EXPENSES. 

RETAINED  EARNINGS  AND  DIVIDENDS 


I 


PAYROLL  TAXES 

*  INCLUDES  O.lC  FOR  MINORITY  INTERESTS 


10.0 


OTHER 

EXPENSES 


EARNINGS 
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tunities  are  available.  This  money  was  not  needed  for  the  day-to-day  operations  of 
the  business,  and  it  is  still  being  held  available  for  its  original  purpose.  Cash  and 
government  securities  alone  equalled  95%  of  our  total  current  liabilities  at  the 
year-end. 


Inventories 

On  January  29,  1 949,  we  had  on  hand  and  on  order  sufficient  goods  to  last  for  an 
estimated  83  days  of  sales  beyond  that  date.  This  compares  with  100  days  at  the 
close  of  1947. 

Our  inventories  are  continually  planned  to  meet  the  day-to-day  demand  of  customers. 
Commitments  are  planned  on  a  basis  of  replenishing  inventories  as  they  are  sold. 
The  above  figures  demonstrate  the  ease  of  deliveries  at  the  present  time  and  the 
necessity  for  careful  and  continuous  scrutiny  of  inventory  and  commitment  position. 


Respectfully  submitted. 


By  order  of  the 
Board  of  Directors 


April  29,  1949 


BOOK  VALUE  PER  COMMON  SHARE  NUMBER  of  COMMON  STOCKHOLDERS 


FEDERATED  DEPARTMENT  STORES,  INC. 
and  Subsidiary  Companies 


Consolidated  Statement  of  Income 


FIFTY-TWO 

JANUARY  29, 
1949 


NET  RETAIL  SALES  (including  sales  of  leased  departments)  $346,526,318 


$310,150,356 

4,351,122 

2,382,375 

3,355,924 

955,696 


$321,195,473 

$  25,330,845 

OTHER  INCOME— net: 

Loss  on  disposition  of  real  estate  and  of  investments 
in  real  estate  subsidiaries 

$ 

Miscellaneous  other  income 

55,222 

$ 

55,222 

INCOME  BEFORE  FEDERAL  TAXES  ON  INCOME 

$ 

25,386.067 

FEDERAL  TAXES  ON  INCOME 

10,130,000 

NET  INCOME 

$ 

15,256,067 

PORTION  OF  NET  INCOME  APPLICABLE  TO  MINORITY 

INTERESTS  IN  SUBSIDIARIES 

475,886 

NET  INCOME  APPLICABLE  TO  SHARES 

OF  PARENT  COMPANY 

$ 

14,780,181 

DEDUCT: 

Cost  of  goods  sold  and  expenses,  exclusive  of 
items  listed  below 
Maintenance  and  repairs 
Depreciation  and  amortization 

Rentals . 

Interest  and  debt  expense 


♦Deduct 


WEEKS  ENDED 

JANUARY  31, 
1948 


$304,720,671 


$277,165,858 

4,141,195 

1,567,738 

2,756,875 

686,911 

$286,318,577 

$  18.402,094 

$  226,111* 

177,258 

$  48,853* 

$  18,353,241 

7,625,000 
$  10,728,241 

334,039 

$  10,394,202 


FEDERATED  DEPART 

and  Subsidia 


Consolidated 


ASSETS 


CURRENT  ASSETS: 

JANUARY  29, 
1949 

JANUARY  31, 
1948 

Cash 

$  17.883,505 

$ 

10,577,529 

United  States  Government  securities 

11,381,416 

1,575.787 

Due  from  customers: 

Thirty-day  charge  accounts,  less  provision  for  possible 
future  losses  of  $904,717  and  $806,073  at  the 
respective  dates 

22,873,670 

20,258.21 1 

Revolving  budget  accounts,  less  provision  for  possible 
future  losses  of  $730,050  and  $573,508  at  the 
respective  dates 

13,870,334 

10,956,346 

Other  instalment  accounts  (Note  1) 

1,782,483 

1,464,634 

Other  accounts  receivable 

2,059,126 

1,986,026 

Merchandise  inventories  (Note  2) 

32,321,71 1 

27,976.765 

Refundable  federal  taxes  on  income  (Note  2) 

3,359,111 

3,179,603 

Supplies  and  prepaid  expenses 

2,372,250 

2,065,285 

TOTAL  CURRENT  ASSETS 

$107,903,606 

$ 

80,040,186 

OTHER  ASSETS: 

Real  estate  not  used  in  operations — at  cost  less  depreciation 

$  1,553,383 

$ 

1 ,426,735 

Miscellaneous 

1,124,113 

903,181 

$  2,677,496 

$ 

2,329,916 

PROPERTY  AND  EQUIPMENT 

(See  accompanying  statement  on  page  14) 

$  42,948,230 

$ 

33,078,834 

GOODWILL — at  nominal  amount 

$  7 

$ 

7 

$153,529,339 

$i 

15,448,943 
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MENT  STORES,  INC. 

ry  Companies 


Balance  Sheet 


) 

LIABILITIES 


CURRENT  LIABILITIES: 


JANUARY  29. 
1949 


JANUARY  31, 
1948 


Notes  payable  and  long-term  debt  due  within  one  year 

$  763,919 

$ 

1,354,538 

Accounts  payable 

14,767,837 

15,066,612 

Salaries  and  wages 

2,441,619 

1,667,384 

Federal  taxes  on  income 

10,130,708 

7,638,903 

Miscellaneous  accrued  liabilities 

2,793,776 

1,641,453 

TOTAL  CURRENT  LIABILITIES 

$  30,897,859 

$ 

27,368,890 

LONG-TERM  DEBT,  due  after  one  year  (Note  3) 

$  29.959.831 

$ 

1 2,920,462 

RESERVES: 

For  possible  assessment  of  taxes  for  prior  years 

$  1,684,578 

$ 

1 ,496,454 

Miscellaneous 

326,159 

407,761 

$  2,010,737 

$ 

1 .904,2 1 5 

MINORITY  INTERESTS  IN  SUBSIDIARIES 

$  2,539,219 

$ 

2.315,361 

STOCKHOLDERS’  INVESTMENT: 

Preferred  stock,  414%  cumulative,  122,685  shares 
outstanding  at  January  29,  1949  (Note  4) 

$  12,268,500 

$ 

12,602,500 

Common  stockholders’  investment,  2,672,470  shares 
outstanding  at  January  29,  1949 
(See  accompanying  statement  on  next  page) 

75,853,193 

58.337,515 

$  88,121,693 

$ 

70.940,015 

$153,529,339  $115,448,943 
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FEDERATED  DEPARTMENT  STORES,  INC. 
and  Subsidiary  Companies 


Common  Stockholders'  Investment  and  Changes  Therein 


52  WEEKS  ENDED  JANUARY  29,  1949 

For  legal  and  accounting  reasons,  the  common  stockholders’  investment  in  the  Company  is  divided 
into  three  parts:  (1 )  the  accumulated  earnings  which  are  employed  in  the  business,  (2)  par  value  of  com¬ 
mon  stock,  which  is  the  legal  capital  of  the  Company,  and  (3)  the  excess  of  the  consideration  (cash  or 
other  assets)  received  for  common  stock  issued  over  its  par  value,  which  is  regarded  as  additional  capital 
from  the  accounting  point  of  view.  These  amounts  at  January  29,  1949  are  summarized  as  follows: 

Accumulated  earnings  employed  in  the  business  $40,843,468 

Par  value  of  common  stock  13,362,352 

Capital  in  excess  of  par  value  of  common  stock  21 ,647,373 

$75,853,193 

The  changes  in  each  of  these  categories  during  the  year  ended  January  29,  1949  are  tabulated  below: 


ACCUMULATED  EARNINGS  EMPLOYED  IN  THE  BUSINESS 


Balance,  beginning  of  year . 

Add  net  income  applicable  to  shares  of  parent  company 


Deduct  dividends  on: 

Preferred  stock — $4.25  per  share  $  528,620 

Common  stock — $2.00  per  share  4,893,555 

Balance,  end  of  year  (of  this  amount  $15,489,061  may  not  be 
distributed  to  common  stockholders  under  the  Com¬ 
pany’s  loan  agreement  terms) . 


$31,485,462 

14,780,181 

$46,265,643 

5,422.175 

$40,843,468 


PAR  VALUE  OF  COMMON  STOCK 

4,000,000  shares  of  common  stock  have  been  authorized  and  at  the  1948  annual  stockholders’ 
meeting  the  shares  were  changed  from  no  par  shares  with  a  stated  value  of  $5  per  share,  to  par  value 
shares  with  a  par  value  of  $5  per  share;  this  action  did  not  change  the  amount  of  the  legal  capital.  Other 
changes  in  the  common  stock  held  by  stockholders  other  than  the  Company  are  as  follows: 


Outstanding,  beginning  of  year 

(excluding  4,500  shares  in  treasury) 

Issued  for  acquisition  of  Milwaukee  Boston  Store 
Issued  upon  exercise  of  warrants 
Purchased  for  the  treasury 

Issued  in  exchange  for  common  stock  of  a  subsidiary 
Outstanding,  end  of  year 

(excluding  2,500  shares  in  treasury  ) 


NUMBER 


OF  SHARES  AMOUNT 


2,354,013 

$11,770,065 

292,600 

1,463,000 

26,406 

132,030 

3,400* 

17,000 

2,851 

14,257 

2,672,470 

$13,362,352 

CAPITAL  IN  EXCESS  OF  PAR  VALUE  OF  COMMON  STOCK 


Balance,  beginning  of  year . .  $  1 5,08 1 ,988 

Excess  of  consideration  received  over  par  value  of  common  stock  issued  in 

the  acquisition  of  the  Milwaukee  Boston  Store  6,387,458 

Credit  with  respect  to  warrants  exercised  184,420 

Miscellaneous . . 6,493* 

Balance,  end  of  year . $21,647,373 

♦Deduct 
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FEDERATED  DEPARTMENT  STORES,  INC 
and  Subsidiary  Companies 


Notes  to  Financial  Statements 


1.  OTHER  INSTALMENT 

accounts  are  as  follows: 


ACCOUNTS  of  most  of  the  stores  are  sold  to  banks.  The  balances  of  other  instalment 


JANUARY  29. 
1949 


JANUARY  31, 
1948 


Balances  sold 

Equity  therein 
Balances  not  sold 

Total . 

Less  provision  for  possible  future  losses  and 
deferred  carrying  charges 


Net 


$8,953.499 

$  895,350 
1,870,753 

$2,766,103 

983,620 

$1,782,483 


$5,795,740 

$  579,574 
1,607,592 

$2,187,166 

722,532 

$1,464,634 


2.  MERCHANDISE  INVENTORIES  aggregated  $32,321,711  at  January  29,  1949.  The  retail  method  of  inven¬ 
tories  was  used.  Of  the  total  inventory,  $21,641,217  is  stated  on  the  LIFO  (last-in,  first-out)  basis,  which  is  lower 
than  market,  and  $10,680,494  is  stated  without  adjustment  to  the  LIFO  basis,  at  cost  or  market  whichever  lower. 
The  LIFO  basis  has  been  employed  beginning  with  the  year  ended  January  31,  1942. 

In  the  determination  of  net  income,  the  LIFO  basis  has  the  effect  of  deducting  from  sales  the  cost  of  the  last  items  of 
merchandise  purchased  instead  of  the  average  cost  of  the  merchandise  on  hand  at  the  beginning  of  the  year  plus 
purchases  during  the  year.  Therefore,  generally,  in  a  period  of  rising  prices  the  effect  of  LIFO  is  to  show  earnings  and 
merchandise  inventories  lower  than  they  otherwise  would  have  been;  in  a  period  of  declining  prices,  earnings  would 
be  greater  on  the  LIFO  basis.  Other  factors  also  affect  the  result,  such  as  changes  in  physical  quantities  and  in  the 
percentages  of  mark-up.  The  adjustment  of  inventory  values  in  keeping  with  the  LIFO  principle  is  accomplished 
through  the  use  of  a  series  of  price  indexes  prepared  by  the  United  States  Bureau  of  Labor  Statistics. 

Prior  to  March,  1948  the  use  of  the  LIFO  inventory  method  by  retail  stores  for  federal  tax  purposes  was  disputed  by 
the  Treasury  Department  and  the  subsidiaries  had  made  some  payments  of  tax  and  interest  pending  final  settlement 
of  the  controversy.  LIFO  is  now  permitted  to  be  used  for  tax  purposes  under  the  Treasury  Department  regulations 
and  these  payments,  as  adjusted,  are  shown  in  the  balance  sheet  as  “Refundable  federal  taxes  on  income*’. 

3.  LONG-TERM  DEBT  due  after  one  year  matures  as  follows: 


YEAR  ENDING 

JANUARY 

AMOUNT 

1951 

$  702,735 

1952 

4.690,831 

1953 

1,064,073 

1954 

1,072,433 

1955 

1,319,375 

1956 

1,343,911 

1957 

1,355,897 

1958 

1,373,385 

1959 

1,401,261 

1960 

1,564,541 

YEAR  ENDING 

JANUARY 

AMOUNT 

1961 

$  1,578,176 

1962 

1,592,231 

1963 

1,756,724 

1964 

1.421,672 

1965 

1,587,084 

1966 

2,932,546 

1967 

1,051,366 

1968 

1,050,929 

1969 

1,100,661 

$29,959,831 

4.  PREFERRED  STOCK  is  4V4%  cumulative,  has  a  par  value  of  $100  per  share  and  is  redeemable  at  $104  per 
share.  At  January  29,  1949,  200,000  shares  were  authorized  and  154,950  shares  issued.  Of  the  issued  shares,  32,265 
shares  had  been  repurchased  and/or  retired  to  January  29,  1949,  leaving  122,685  shares  outstanding.  Each  share  is 
entitled  to  two  votes. 

On  or  before  June  1st  of  each  year,  the  Company  is  required  to  expend  for  the  repurchase  of  preferred  stock  the 
greater  of  (a)  $140,000  or  (b)  3%  of  the  consolidated  net  earnings  for  the  preceding  fiscal  year  after  deducting  taxes 
and  accrued  preferred  dividends.  The  repurchases  to  January  29,  1949  exceed  by  $528,105  the  requirements  to 
June  1,  1949. 

CONTINGENT  LIABILITIES  of  the  parent  company  are  an  obligation  to  purchase  notes  payable  of  another 
issuer  of  $1,782,000  and  a  guarantee  of  notes  payable  of  another  issuer  of  $500,000;  these  would  come  into  effect 
only  if  two  of  the  subsidiaries  failed  to  meet  their  rental  obligations. 


[131 


FEDERATED  DEPARTMENT  STORES,  INC. 
and  Subsidiary  Companies 

Property  and  Equipment 


JANUARY  29,  1949: 

cost,  less 

WRITE-DOWN 

ACCUMULATED 

DEPRECIATION 

AND 

AMORTIZATION 

NET 

Land 

$  4,798,255 

$ 

$  4,798,255 

Buildings  substantially  all  on  owned  land 

11,396,453 

3,253,355 

8,143,098 

Buildings  on  leased  land,  improvements  to  leased 
properties  and  leaseholds 

22,440,361  (A) 

7,140,837 

15,299,524 

Store  fixtures  and  equipment 

19,109,069 

4,401,716 

14,707,353 

$57,744,138 

$14,795,908 

$42,948,230 

JANUARY  31,  1948: 

Land 

$  4,637,524 

$  — 

$  4,637,524 

Buildings  substantially  all  on  owned  land 

9,861,169 

3,375,983 

6,485,186 

Buildings  on  leased  land,  improvements  to  leased 
properties  and  leaseholds 

18, 842, 992(A) 

6,425,744 

12,417,248 

Store  fixtures  and  equipment 

12,792,903 

3,254,027 

9,538,876 

$46,134,588 

$13,055,754 

$33,078,834 

(A)  After  write-down  of  $1,217,441  as  of  January  31,  1933. 


TOUCHE.  NIVEN  BAILEY  &  SMART 
CERTIFIED  PUBLIC  ACCOUNTANTS 


233  BROADWAY 

NEW  YORK  7.  N.  Y. 


Board  of  Directors  and  Stockholders,  April  13,  1949. 

Federated  Department  Stores,  Inc., 

Cincinnati,  Ohio. 


We  have  examined  the  consolidated  balance  sheet  of  Federated  Department  Stores,  Inc.  and  its  subsidiaries 
as  of  January  29,  1949  and  the  related  consolidated  statements  of  income  and  changes  in  common  stockholders’ 
investment  for  the  52  weeks  then  ended.  Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards,  and  accordingly  included  such  tests  of  the  accounting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  the  accompanying  balance  sheet  and  statements  of  income  and  changes  in  common  stock¬ 
holders’  investment  present  fairly  the  consolidated  financial  position  of  Federated  Department  Stores,  Inc.  and 
its  subsidiaries  at  January  29,  1949,  and  the  consolidated  results  of  their  operations  for  the  52  weeks  then 
ended,  in  conformity  with  generally  accepted  accounting  principles  applied  on  a  basis  consistent  with  that  ot 
the  preceding  year. 


Certified  Public  Accountants 
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SIGNIFICANT 

DEVELOPMENTS 


Milwaukee  Boston  Store 

The  assets  of  the  Milwaukee  Boston  Store,  one  of  the  largest  retail  stores  in  Wis¬ 
consin,  were  acquired  as  of  November  1,  1948.  The  Boston  Store's  history  spans 
nearly  a  half-century  of  continuous  growth.  In  addition  to  the  main  store,  it  operates 
units  in  Oshkosh  and  Manitowoc,  Wisconsin,  and  a  branch  at  West  Allis,  a  Mil¬ 
waukee  suburb.  It  owns  three  warehouses,  one  of  which  has  a  service  garage  attached, 
and  occupies  a  fourth  under  lease.  All  of  them  have  workrooms  and  one  houses 
a  bakery  and  candy  shop  which  produce  merchandise  for  sale  in  the  store. 

Close  to  the  store  are  a  double-deck  parking  station  and  a  parking  lot  for  customers’ 
autos  with  a  total  capacity  of  335  cars. 

The  main  store  occupies  a  superior  location  at  the  core  of  Milwaukee’s  principal 
shopping  district.  It  has  a  half-block  frontage  on  Wisconsin  Avenue  and  a  depth 
extending  a  full  city  block  on  Fourth  Street.  The  building  ranges  in  height  from 
five  to  eight  selling  floors  and  has,  in  addition,  a  basement  store. 

The  store  has  kept  abreast  of  customer  service  demands  by  large  expenditures  in 
recent  years  for  improvements  and  modernization,  including  the  installation  of 
electric  stairways,  air  conditioning  and  the  remodeling  of  the  branch  stores. 

A  lot  adjoining  the  main  store  property,  purchased  in  1938,  is  occupied  by  an 
attractive  model  home  and  affords  valuable  space  for  future  store  expansion.  This 
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Milwaukee  Boston  Store  Co.  MILWAUKEE,  WISCONSIN 


house  typifies  the  dramatic  and  successful  merchandising  techniques  employed  by 
the  Boston  Store.  It  is  re-furnished  several  times  a  year  and  attracts  a  half-million 
visitors  annually. 

The  purchase  of  the  Boston  Store  was  a  continuation  of  the  program  of  planned 
growth  undertaken  by  our  Company  in  1 945  to  take  full  advantage  of  opportunities 
afforded  by  regional  variations  in  the  nation’s  economy. 

Besides  being  an  industrial  city,  Milwaukee  is  fortunately  situated  at  the  center  of 
one  of  the  most  productive  agricultural  and  dairy  sections  in  the  country.  It  has  a 
stable  economy  which,  through  the  years,  has  been  less  seriously  affected  than  many 
other  cities  by  violent  fluctuations  in  the  business  cycle.  The  city  and  suburban  trad¬ 
ing  area  has  a  population  of  about  one  million. 

With  strong  representation  in  New  England,  Greater  New  York  City,  Ohio  and  the 
Southwest,  we  feel  that  the  addition  of  the  Wisconsin  area  to  our  geographic  pattern 
will  add  to  the  stability  that  comes  with  diversification  and  introduce  opportunities 
for  increased  profits. 


New  Lazarus  Bulk  Service  Building 

A  radically  different  type  of  service  building,  completed  by  the  Lazarus  store  late 
in  1 948,  has  given  new  direction  to  methods  of  handling  bulk  merchandise  in  storage. 

The  Lazarus  Bulk  Service  Building  was  designed  to  improve  customer  service  and 
reduce  handling  costs  by  the  unique  adaptation  of  industrial  assembly-line  principles 
to  the  movement  of  goods  such  as  furniture,  carpets,  refrigerators,  ranges  and  other 
appliances. 

The  building,  erected  on  river-front  acreage  less  than  a  mile  from  the  store,  is  an 
expansive  structure  with  a  single  floor  and  wide  mezzanine.  It  requires  no  elevators 
which,  in  older  types  of  warehouses,  created  bottlenecks  and  by  their  rigid  location 
actually  determined  the  placement  of  merchandise  and  the  distance  it  must  travel. 
Instead,  fork  lift  trucks  are  used  to  raise  the  bulk  goods  to  the  mezzanine  where  it 
is  pulled  on  “floats”  to  the  point  of  storage. 

It  was  engineered  to  provide  for  a  straight-line  flow  of  merchandise  from  the  receiv¬ 
ing  doors  through  intermediate  steps  to  the  delivery  platforms,  with  a  minimum  of 
handling  and  travel.  Mechanized  aids  have  reduced  the  manhours  required  for  mov¬ 
ing  the  merchandise  and  the  elimination  of  excessive  handling  has  greatly  curtailed 
costly  damage. 

Of  equal  importance  is  the  improved  service  to  customers  which  is  made  possible  by 
the  building.  Reversing  the  conventional  procedure,  merchandise  is  examined  and 
processed  before  it  goes  into  storage  and  is  delivered  within  hours  rather  than  days 
after  it  is  sold.  This  is  calculated  to  minimize  costly  adjustments  and  returns. 


TYPICAL  AREAS  IN 

THE  LAZARUS 
BULK  SERVICE 
BUILDING 


Bloomingdale  Branches 

The  first  Bloomingdale  branch  store,  located  in  New  Rochelle,  New  York,  was 
acquired  in  January,  1948.  Formerly  known  as  WARE’S,  this  store  was  completely 
remodeled  during  the  year.  The  new  front  features  an  unusually  attractive  entrance 
flanked  by  two  display  windows  which  are  designed  to  give  a  full  view  of  the  main 
floor  from  the  street;  air  conditioning  and  escalators  were  installed  for  the  comfort 
and  convenience  of  customers  and  employees;  and  stock  and  service  areas  were 
re-located  throughout  the  store  to  provide  operating  economies. 

The  sales  area  devoted  to  fashion  merchandise  was  doubled  by  utilizing  space  for¬ 
merly  occupied  by  the  furniture  department  which  was  discontinued.  These  greatly 
expanded  departments  offer  the  customer  a  much  wider  selection  of  style  merchan¬ 
dise  than  was  previously  available  in  this  prosperous  community. 

There  are  residential  areas  in  the  New  York  metropolitan  district  that  have  enjoyed 
remarkable  gains  in  population  in  the  past  eight  years.  One  such  area  is  that  which 
lies  between  Jamaica  and  Flushing,  Long  Island.  The  170-acre  Fresh  Meadow  golf 
course,  near  the  center  of  this  growing  community,  was  purchased  by  the  New  York 
Life  Insurance  Company  and  developed  into  an  integrated  garden-style  apartment 
site  with  a  carefully  designed  shopping  center  to  serve  not  only  the  3,000  new  families 
in  the  Fresh  Meadow  project,  but  also  the  estimated  500,000  people  who  reside 
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within  a  three-mile  radius  of  the  site.  The  new  Bloomingdale  branch  store  at  Fresh 
Meadow,  scheduled  to  open  shortly,  has  a  floor  area  of  109.000  square  feet  and  is 
the  largest  store  in  the  shopping  center. 

The  New  Rochelle  branch  is  equipped  and  the  Fresh  Meadow  branch  will  be 
equipped  with  the  most  up-to-date  fixtures  available.  These  new  fixtures  were  spe¬ 
cially  designed  to  hold  a  maximum  amount  of  stock  in  order  to  present  to  the  cus¬ 
tomer  large  assortments  and  easy  selection.  Ample  parking  facilities  are  available 
at  each  store  for  the  convenience  of  shoppers.  These  two  branch  stores  will  aid 
Bloomingdale's  in  extending  its  coverage  of  the  New  York  City  market  area. 


Remodeling  of  Bloomingdale  Main  Store 

Bloomingdale's  occupies  the  city  block  bounded  by  Lexington  Avenue,  59th  Street, 
Third  Avenue,  and  60th  Street.  The  main  entrance  is  on  Lexington  Avenue,  and  59th 
Street  is  next  in  importance  from  a  standpoint  of  pedestrian  traffic.  Extensive  remod¬ 
eling  of  the  59th  Street  frontage  was  completed  during  the  year.  The  59th  Street 
entrance,  inadequate  in  the  past,  was  greatly  improved  and  less  important  show 
windows  were  replaced  with  three  small  street-level  shops.  These  shops  are  devoted 
to  flowers,  hosiery  and  underwear,  and  fine  foods,  and  tremendously  improve  the 
appearance  of  the  59th  Street  frontage. 

Alterations  on  the  seventh  floor  with  the  attendant  re-location  of  a  few  departments 
resulted  in  a  gain  of  over  12.000  square  feet  of  selling  space.  A  greenhouse  was  dis¬ 
continued  in  order  to  provide  space  for  an  enlarged,  more  efficient  customer  credit 
office. 

The  remodeled  store  in  New  Rochelle,  the  alterations  at  the  Main  Store,  and  the  new 
Fresh  Meadow  Branch  should  do  much  to  improve  Bloomingdale's  competitive  posi¬ 
tion  in  the  New  York  metropolitan  area. 


Architect’s  drawing  of  New  Bloomingdale  Branch  at  Fresh  Meadow,  Long  Island. 


Balance  Sheet  Highlights 


YEARf 

WORKING 

CAPITAL 

LAND,  BUILDINGS  & 
EQUIPMENT  (NET) 

LONG-TERM  DEBT 

PREFERRED  STOCK 

MINORITY 

INTERESTS  IN 

SUBSIDIARIES 

COMMON 

STOCKHOLDERS’ 

INVESTMENT 

1948 

$77,005,747 

$44,501,613 

$29,959,831 

$12,268,500 

$2,539,219 

$75,853,193 

1947 

52,671,296 

34,505,569 

12,920,462 

12,602,500 

2,315,361 

58,337,515 

1946 

56,871,902 

29,415,937 

21,799,200 

12,861,000 

2,288,393 

52,835,174 

1945 

48,414,204 

24,050,710 

16,234,000 

12,861,000 

5,886,415 

40,186,496 

AS  AT 

JULY  3  Itt 

1945 

47,097,865 

23,092,403 

15,999,500 

12,861,000 

7,298,191 

37,886,873 

1944 

33,840,949 

24,468,382 

12,783,868 

9,711,000 

7,055,468 

33,827,511 

1943 

33,270,318 

25,131,836 

12,789,897 

9,781,000 

7,029,563 

31,880,666 

1942 

38,358,609 

26,173,942 

20,414,016 

10,275,000 

6,971,242 

29.361,912 

YEARt 

1941 

29,413,127 

26,212,294 

10,980,183 

10,495,000 

6,974,360 

29,328,539 

1940 

28,292,487 

26,012,561 

10,295,413 

10,935,000 

7,493,094 

27.520,596 

1939 

26,054,743 

26,368,120 

9,583,360 

11,225,000 

8,062,698 

25,421,592 

Sales  -  Earnings  -  Dividends 


YEARt 

NET  SALES 

PROFIT  BEFORE 

FEDERAL 

TAXES  ON  INCOME* 

1948 

$346,526,318 

$25,386,067 

1947 

304,720,671 

18,353,241 

1946 

265,412,038 

21,456,113 

1945 

200,900,942 

19,692,177 

1944 

182,269,101 

18,384,196 

1943 

163,395,293 

13,894,861 

1942 

142,540,112 

8,673,175 

1941 

131,427,879 

6,793,092 

1940 

114,657,245 

4,994,337 

1939 

110,114,135 

4,820,796 

tEnded  on  following  January  31  or  nearest  Saturday 
thereto. 

ttOr  nearest  Saturday  thereto. 

^Calculated  on  number  of  shares  outstanding  at  end  of 
year  entitled  to  receive  dividends  for  all  years  other  than 


NET  PROFIT 

APPLICABLE  TO 

SHARES  OF 
PARENT  COMPANY* 

NET  PROFIT 

PER  SHARE  OF 

COMMON  STOCK  OF 
PARENT  COMPANY*  §* 

DIVIDENDS 

PER 

COMMON 

SHARE* 

$14,780,181 

$5.84 

$2.00 

10,394,202 

4.18 

1.62*4 

12,043,308 

4.89 

1.311/4 

4,969,248 

2.13 

.75 

4,219,171 

1.88 

.75 

3,888,543 

1.78 

.72*4 

3,041,455 

1.36 

.75 

2,972,381 

1.32 

.75 

3,192,100 

1.45 

.75 

3,286,287 

1.52 

.62*4 

1947  and  1948;  average  for  year  used  for  years  1947 
and  1948. 

''Adjusted  to  reflect  2  for  1  split  on  August  1,  1946. 
^Figures  previously  reported  for  the  years  1941  through 
1946  inclusive  have  been  adjusted  to  reflect  the  recompu¬ 
tation  of  Lifo. 
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FEDERATED 

DEPARTMENT 

STORES 


ABRAHAM  &  STRAUS — BROOKLYN,  NEW  YORK 

BLOOMING  DALE’S — new  YORK,  new  york  and  Branches 
New  Rochelle,  New  York 

Fresh  Meadow,  Long  Island  (under  construction) 

BOSTON  STORE — Milwaukee,  Wisconsin  and  Branches 

Manitowoc,  Wisconsin 
Oshkosh,  Wisconsin 
West  Allis,  Wisconsin 

FILENE'S — BOSTON,  MASSACHUSETTS  and  Branches 

Belmont,  Massachusetts 
Hyannis,  Massachusetts 
Northampton,  Massachusetts 
Portland,  Maine 
South  Hadley,  Massachusetts 
Wellesley,  Massachusetts 
Winchester,  Massachusetts 
Worcester,  Massachusetts 

B.  Peck  Co.,  Lewiston,  Maine 


FOLEY'S — Houston,  Texas 

HALLIBUR  TON'S — Oklahoma  city,  Oklahoma 

LA  ZA  R  US - COLUMBUS,  OHIO 

SHILLITO'S - CINCINNATI,  OHIO 


